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AMERICAN LOCOMOTIVE COMPANY 

30 CHURCH STREET, NEW YORK 8, N. Y. 

To THE STOCKHOLDERS: 

With the rest of the world American Locomotive Company rejoiced in the return of 
peace during 1945. America’s two great victories within four short months wrought 
great changes in the Company’s operations. From vast and swift production of tanks 
and other vehicles of destruction the Company turned to the volume output of steam 
and Diesel locomotives as a step in the rehabilitation of the world. This conversion to 
peacetime production occasioned little loss in output. Despite cancellation of some 
$33,000,000 of war orders, shipments for the last half of 1945 declined only 5% from 
total shipments for the first six months. 

Conscious of its great contributions to America at war, the American Locomotive 
Company looks forward optimistically to its future in an industrial America at peace. 
The diversification attained in recent years has opened to the Company new competitive 
fields. Confident in its plant and personnel, the Company expects to compete aggres¬ 
sively for the types of products its facilities can produce. 

New Main-line Diesel-Electric Locomotive 

Your Company presents with great pride its latest engineering achievement — the 
new Alco-GE main-line Diesel-electric locomotive. The features of the locomotive and 
its advantage over the existing types of equipment are more fully set forth in the 
letter of Mr. R. B. McColl, President, which appears on page 7. 

For some time now the locomotive has been undergoing a series of tests in actual 
railroad operation — tests which have proved the superiority of its design. 

Financial Review of 1945 

After provision for the renegotiation of war contracts, net profit for 1945 amounted 
to $6,551,521 — equivalent, after preferred dividend requirements, to $3.09 per 
share on the average shares of common stock outstanding during the year — or $2.53 
per share of common stock outstanding at December 31, 1945. Because of recent 
changes in capital structure, no portion of 1945 earnings is diverted to the preferred 
stock sinking fund. Provision for war and other contingencies in 1945 was $600,000 
compared with $2,500,000 the preceding year. 

Regular peacetime products constituted 70% of the Company’s 1945 output, special 
war products 30%. This contrasts with 56% regular products and 44% special war 
products delivered in 1944. The shift to manufacture of locomotives and other com- 
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mercial products on a fixed price basis is reflected in somewhat higher profit margins. 

Preferred dividends at the 7% annual rate were declared during the year. Regular 
quarterly dividends of 35 cents and a year-end dividend of 25 cents, or a total of $1.65 
per share, on the common stock were declared during 1945. 

At December 31, 1945, net working capital amounted to $34,073,000 (including 
$3,818,000 in Canada subject to exchange restrictions). Capital expenditures from 
current funds totalled $4,600,000 during 1945. Since 1940, the Company has re¬ 
arranged its capital structure, modernized its plant and built up its working capital 
by $18,000,000 to finance post-war business and for further plant expansion. 

During 1945 important progress was made in effecting satisfactory settlement of 
outstanding tax questions. Adequate reserves are provided to cover all tax liabilities. 
Under the provisions of Section 722 of the Internal Revenue Code we have filed claims 
for relief from a portion of excess profits taxes in the belief that the cyclical nature 
of our business requires such relief. However, no effect is given in the Company’s 
accounts to these claims. 

Through its election to adjust the amortization of emergency war facilities for tax 
purposes from a 60-month basis to the shortened period ending September 30, 1945, 
the Company has effected a tax saving of approximately $1,392,000 of which 
$319,000 has been applied to reduce the 1945 tax provision. The balance applicable 
to prior years’ taxes will be transferred to earnings upon final determination of the 
tax liabilities for those years. 

Renegotiation of 1944 war shipments has been concluded. Adequate provision was 
made in the 1944 accounts for the required refund. The 1945 financial statements 
reflect a provision considered ample, based on past experience, for the renegotia¬ 
tion of war products shipped during that year. The Renegotiation Act expired 
December 31, 1945, so that profits from United States Government contracts for 1946 
or after are not subject to renegotiation. 

Company war contracts aggregating $33,000,000 have been cancelled since V-J 
Day. No further important cancellations are expected. As of recent date substantially 
all cancellation claims had been filed and the effect of all cancellations, including esti¬ 
mated realizable amounts from claims in process at the year-end, has been reflected 
in the 1945 accounts. 

Unfilled orders at December 31, 1945 amounted to approximately $94,000,000 
comprised entirely of products for peacetime use. Approximately $82,000,000 of 
this backlog represents orders for steam or Diesel-electric locomotives and parts. 
The steam locomotives are principally for export; the largest single order is for 
delivery to France. 
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TOTAL SALES $236,045,400 
Excludes profit on securities sold 


Capital Changes 

During the year 1945, with your endorsement, the Company rearranged and 
strengthened its capital structure. An additional 400,000 shares of common stock were 
sold through underwriters at a net price of $34.50 per share. $12,460,100 of preferred 
stock was redeemed, thus reducing annual preferred stock dividend requirements to 
$1,400,000, a saving of $872,207 a year, and eliminating the sinking fund. Authorized 
common stock was changed from shares with no par value to shares with $1 par. To 
conform with present-day views of conservative accounting, goodwill with a book value 
of $11,000,000 was written off to capital and earned surplus in the amounts of 
$7,976,735.18 and $3,023,264.82 respectively. 

Aware of the inherent disadvantages of operating a wholly owned foreign sub¬ 
sidiary, the Directors had earmarked as a post-war objective the admission of Cana¬ 
dian interests into the ownership of Montreal Locomotive Works, Limited. Negotiations 
to accomplish this are now under way with Canadian investment bankers. If the plan 
is consummated the proceeds will be used to further strengthen the working capital of 
the parent company. 


Plant 

Manufacturing facilities were further improved and rearranged during 1945. Capi¬ 
tal expenditures during the year amounted to approximately $4,600,000. Additional 
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facilities at the Schenectady plant for line production of welded V-type Diesel engines 
for Diesel-electric road locomotives comprised the major portion of these expenditures. 
It is expected the Diesel plant will be substantially completed during 1946. 

Research and Development 

Over the years American Locomotive Company has consistently pioneered the devel¬ 
opment of modern motive power and equipment adapted for the individual needs of 
each customer. To maintain this policy and to keep abreast of all developments in the 
transportation and allied fields the continuance of the Company’s extensive research 
programs is of paramount importance. 

In addition to maintaining its own research laboratories the Company has available 
the research laboratory facilities of the General Electric Company, the Steam Loco¬ 
motive Research Institute, Inc., and Union College, thus assuring ready access to im¬ 
portant current developments. 

Mindful of the advantages of a diversified line of products the Company is continu¬ 
ing its research and development of products for the chemical, oil, mining and allied 
industries. 


Outlook 

Domestic railroads need new and modern locomotives, rolling stock, and parts to 
replace war-worn equipment and to meet the keen competition of other forms of trans¬ 
portation. American railroads now enjoy a strong financial position; July 31,1945 net 
current assets of Class I railroads increased 137% over December 31,1941. 

Company executives have surveyed first-hand the almost complete devastation of 
European railroads and equipment. Until foreign facilities for manufacturing 
locomotives are rehabilitated the United States will be the largest source of locomotive 
power. Latin-America will also, we expect, look to the United States for power require¬ 
ments. Sales to European countries are contingent upon the solution of financing and 
related problems, but it is expected that these difficulties will gradually be eliminated. 
Some already have been. 

American Locomotive Company — fully reconverted, equipped with the finest 
modern facilities and research laboratories, strengthened by the accelerated scientific 
and engineering experience gained in four years of war — is ready to supply the 
modern locomotive and kindred equipment vital to economical world commerce. 

Employees Retirement Plan 

On December 13,1945, the Directors, influenced by the experience gained from the 
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operation of the Employees Retirement Plan adopted in 1944, approved an amended 
Plan. This amended Plan broadens the coverage to include all salaried employees and 
in general increases the benefits accruing to employees in the lower salary ranges 
while somewhat decreasing the benefits accruing to employees in the higher salary 
brackets. The increased cost to the Company is relatively small. The 1945 gross cost 
of the amended Plan was $518,580 before taxes and $145,120 after taxes. Full 
particulars are described in the Proxy Statement. 

It is the opinion of your Directors that the continuance of the amended Employees 
Retirement Plan will further the primary object of the Plan — to attract desirable 
personnel and to hold as well as increase the efficiency of both present and future 
employees through a sense of greater security. 

Employee Relations 

As a result of strikes, principal plants of the Company in this country have been idle 
since January 21, 1946. 

Although American Locomotive is not in the basic steel industry, the Company’s 
C.I.O. employees joined the strike called by the United Steel Workers of America. 
There was, in the Company’s view, no logical reason for its employees to join a steel 
industry strike because the average hourly pay rate of productive workers at its princi¬ 
pal plant is approximately 30% more than the rates prevailing in the basic steel indus¬ 
try. Since 1941 at its principal plant average hourly earnings increased 64% and in 
December of last year, average weekly earnings (take-home pay) were 104% greater 
than in January, 1941. 

At the date of this writing the Company is negotiating with the Union representa¬ 
tives with the hope that the differences will soon be settled, when both the Company 
and its employees can again receive the benefits of full-time production. 

General 

Early in 1945 the American Locomotive Company formed a wholly owned sub¬ 
sidiary, American Locomotive Export Company, Inc., to provide proper representation 
and a sales organization in foreign countries. 

Later in 1945, through a newly formed wholly owned subsidiary, Beaumont Iron 
Works Company (Delaware), the Company purchased, for approximately $331,000, 
the fixed assets, inventory, patents, trade marks and goodwill of the predecessor 
company, Beaumont Iron Works Company (Texas). The Beaumont plant will manu¬ 
facture oil field producing and drilling equipment and provide service facilities in 
Texas where the parent company has sold large quantities of pressure vessels and pipe. 
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To supply its Far Eastern customers and to be in a position to compete for post-war 
foreign business, the Company recently concluded an agreement with Daniel Adamson 
& Company, Ltd. of Dunkinfield, England, to manufacture — under Alco specifi¬ 
cations and supervision — the complete heat transfer equipment line of the Alco 
Products Division. 

In October, 1945, the Company sold its entire investment in the capital stock of 
Flannery Bolt Company. 

Changes in Directors and Officers 

On December 27,1945, the Board of Directors accepted with deep regret the resigna¬ 
tion of Mr. William C. Dickerman, Chairman. For fifty years Mr. Dickerman has 
been active in the railroad equipment and locomotive industries. Elected President of 
the American Locomotive Company in 1929, he became Chairman in 1940. At the 
request of the Board he remained on active duty during the war years. Mr. Dickerman 
will continue as a Director and a Member of the Executive Committee, thus assuring 
the Company the benefit of his wealth of experience. 

Mr. Duncan W. Fraser was appointed Chairman of the Board on December 27,1945. 
Mr. Fraser brings to this responsibility a life-long experience in the locomotive indus¬ 
try, having served the Company in various capacities since 1902, as an Officer since 
February 27, 1920, as a Director since May 1,1924, and as President since March 1, 
1940. 

Also effective December 27, 1945, Mr. Robert B. McColl was appointed President. 
Mr. McColl, who has held many responsible positions in the Company since 1905, 
served as Vice-President of Manufacturing from March 1,1940 until his appointment 
as Executive Vice-President on September 27, 1945. 

Mr. William L. Lentz was appointed Vice-President of Manufacturing, effective 
September 27, 1945, to succeed Mr. McColl. 

Conclusion 

On behalf of the Board of Directors, I express and record our appreciation of the 
loyalty and cooperation of our employees during 1945 and throughout the war years. 
The Consolidated Balance Sheet at December 31,1945, and the Consolidated Statement 
of Profit and Loss and of Surplus for the year then ended, together with a report of 
the Company’s accountants, Messrs. Leslie, Banks and Company, are shown on the 
following pages. 

Respectfully submitted for the Board of Directors . 
March 4,1946 M&i) 

CHAIRMAN 
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Long life , low maintenance , operation over a wider range of the locomotive s tractive effort curve , 
less weight per horsepower , greater economies than heretofore possible , maximum availability 9 
a culmination of exhaustive research . 


THE NE W DIESEL-ELECTRIC ROAD LOCOMOTIVE 


This locomotive is the culmination of exhaustive research by engineers of the Amer¬ 
ican Locomotive Company working in collaboration with the Research Staff of General 
Electric Company, with which we have pioneered the development of Diesel-electric 
motive power for American railroads. 

The object of the design of these units is to incorporate greater utilization of tractive 
power with less weight per horsepower in order to produce a Diesel-electric locomotive 
which will operate more economically than has heretofore been possible. 

The Diesel engine itself has been developed on the principle of constant-pressure 
turbo-supercharging, the advance of which was greatly accelerated by war develop- 

(continued on third following page) 


The portrait of the new Alco-GE main-line Diesel-electric on the following two 
pages was painted by Melbourne Brindle for the General Electric Company. 



























































merits. Through application of this principle a Diesel engine has been produced having 
a wide margin in excess of rated power, which means long life and low maintenance— 
two of the most important present-day railroad requirements. 

The electrical transmission has been designed to utilize the Diesel engine to the 
utmost and, what is more, to provide sufficient capacity in both generator and traction 
motors to permit operation over a wider range of railroad tractive effort curve than any 
previously designed. 

The chassis is completely new and designed to make the locomotive foolproof in its 
operation. All apparatus is located so that it can be easily inspected and parts quickly 
renewed, as they reach their limit of operation, in order to give maximum availability 
—an essential requirement of low-cost operation. 



PRESIDENT 


Duncan W. Fraser , who succeeded William C. Dickerman as Chairman of the Board of American 
Locomotive Company on December 27 , 1945 , watches while Mr . Dickerman fastens the builder s 
plate on one of the new Diesel-electric road locomotives. 















AMERICAN LOCOMOTIVE COMPANY 


FINANCIAL STATEMENTS 


BALANCE SHEET 
PROFIT AND LOSS STATEMENT 
SURPLUS STATEMENT 


Nineteen hundred and forty-five 


The sole purpose of this report is to give present stockholders and employees information about 
the Company. This report is not a representation, prospectus or circular in respect of any stock 
of the corporation and is not transmitted in connection with any sale or offer to sell or buy any 
stock or security now or hereafter to be issued or with any preliminary negotiations for such sale. 

The next annual meeting of the stockholders will be held Tuesday, April 16, 1946. A formal 
notice of this meeting, together with a proxy statement and form of proxy, will be mailed to 
each stockholder on March 9, 1946, at which time proxies will be solicited by the management. 




















AMERICAN LOCOMOTIVE COMPANY 

CONSOLIDATED BALANCE SHEET, 


ASSETS 

CURRENT ASSETS: 

Cash. 

United States and Canadian Government securi¬ 
ties, at cost . . . . .. 

United States Excess Profits Tax Refund Bonds .... 


Accounts receivable: 

Trade.$ 9,500,819.56 

Miscellaneous. 496,310.02 

$ 9,997,129.58 

Less reserve for doubtful accounts. 82,366.95 

$ 9,914,762.63 

Termination claims and other unbilled charges 
(after applying advances received of 

$8,017,902.45). 6,825,148.88 

Inventories, at cost not in excess of market: 

Materials and supplies.$ 8,266,582.56 

Work in process. 23,630,143.13 

Finished products. 2,631,897.22 

Total Current Assets. 


FUND ASSETS UNDER GOVERNMENT CON¬ 
TRACT ADVANCES — contra: 

Unreimbursed costs incurred. 

Cash fund balances .. 

POST-WAR CREDIT ON CANADIAN EXCESS 
PROFITS TAXES. 

INVESTMENTS — at or below cost: 

Securities deposited under special agreements 
with Workmen’s Compensation Commissions 

and others ; . . : .. 

Other security investments. 

Less reserve for possible loss. 

FIXED ASSETS — on basis of cost: 

Land . . . . : : : . 

Buildings, machinery and equipment .... $56,138,107.60 

Less reserve for depreciation. 33,022,382.33 

Patterns, drawings and dies. 

Unused plant sites at estimated realizable values. 

DEFERRED CHARGES ; ; . 


$23,400,522.69 

14,067,000.00 

2,279,280.08 


16,739,911.51 


34,528,622.91 


$ 3,843,632.03 
160,107.50 


$ 1,094,026.08 
2,008,906.80 
$ 3,102,932.88 
1,738,000.00 


$ 2,247,750.00 

23,115,725.27 

2 , 100 , 000.00 

37,732.00 


$ 91,015,337.19 


4,003,739.53 

3,688,043.58 


1,364,932.88 


27,501,207.27 

419,512.93 

$127,992,773.38 


NOTE: The net assets of the Canadian subsidiary included above at the U.S. dollar equivalent aggregate $6,761,794.96, of which 
$3,818,598.74 represents net current assets. 
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AND SUBSIDIARY COMPANIES 

DECEMBER 31, 1945 


LIABILITIES 


CURRENT LIABILITIES: 

Accounts pavable. 

Dividends payable. 

Accrued payroll, expenses and other items . . . 

Accrued taxes, other than income taxes . . . 

Advances on contracts. 

Reserve for income and excess profits taxes and 

renegotiation of war contracts. 

Total Current Liabilities. 


FUND LIABILITIES UNDER GOVERNMENT 
CONTRACT ADVANCES — contra: 

Accounts payable for costs incurred. 

Cash fund advances. 


LIABILITY FOR PURCHASE OF GOVERN- 
MENT FACILITIES — Instalments due subse¬ 
quent to year 1946 . 


RESERVES: 

Deferred credits and operating reserves .... 

Accident indemnity reserves. 

Contingency reserves: 

Income and excess profits taxes. 

War and other contingencies. 

Total Reserves. 

$ 2,733,369.82 
8,600,000.00 

CAPITAL STOCK: 

Preferred — l°/o cumulative, $100 par; callable 
at $115: 

Authorized, issued and outstanding .... 
Common — $1 par 

Authorized. 

Less — Treasury stock. 

Issued and outstanding. 

SHARES 

200,000 

1,783,832 

4,756 

1,779,076 

SURPLUS: 

Capital surplus . . . :. 

Earned surplus. 



Contingent Liabilities — guarantees, pending litigation, taxes, etc. — 
reserves provided are considered adequate to cover loss, if any, 
therefrom . ; . . ; .. 


$13,751,791.15 

1,417,445.60 

6,065,810.27 

1,736,891.22 

8,782,348.30 

25,188,221.48 


$ 653,591.11 

3,350,148.42 


$ 1,624,008.46 
2,209,894.14 


11,333,369.82 


$20,000,000.00 

1,779,076.00 

$13,344,350.00 

15,923,727.62 


$ 56,942,508.02 

4,003,739.53 

832,099.79 

15,167,272.42 

21,779,076.00 

29,268,077.62 

$127,992,773.38 
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AMERICAN LOCOMOTIVE COMPANY 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDED DECEMBER 31, 1945 


Gross sales, less discounts and allowances. 

Cost of goods sold, including administrative, service and 
general expenses. $209,043,185.45 

Depreciation. 2,197,648.38 

Profit from operations. 

Other income: 

Dividends. $ 

Interest income. 

Royalties. 

Profit on securities sold. 

Miscellaneous (net). 


63,684.00 

230,492.54 

213,799.80 

221,774.44 

34,665.93 


Other charges: 

Interest expense. $ 392,413.64 

Provision for income taxes (including 

excess profits taxes of $16,073,000) $19,333,630.00 

Less post-war credit on Canadian 

excess profits taxes. 1,308,630.00 18,025,000.00 

Provision for war and other contingencies. 600,000.00 

Net profit carried to attached statement of surplus 


$236,045,351.82 

211,240,833.83 
$ 24,804,517.99 


764,416.71 
$ 25,568,934.70 


19,017,413.64 
$ 6,551,521.06 


NOTE: Provision for renegotiation of war contracts, deducted from gross sales, is an estimate based upon past experience. 
Sales and cost of sales relating to cost-plus-fixed*fee contracts are based upon current estimated costs of products shipped. 
































AMERICAN LOCOMOTIVE COMPANY 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1945 


CAPITAL SURPLUS 


Balance, December 31, 1944 . 

Deduct: 

Excess of cost over par or stated value of stock reacquired . $ 34,494.69 

Elimination of book value of goodwill ($11,000,000) at 

October 31, 1945 less portion charged to earned surplus 7,976,735.18 

Add: 

Excess of net proceeds of sale of 400,000 shares of com¬ 
mon stock over par value of $1 per share, less financing 

expenses ($55,650.00). 

Balance, December 31, 1945 . 

EARNED SURPLUS 

Balance, December 31, 1944 . 

Add: 

Net profit for year ended December 31, 1945 . 


Deduct: 

Dividends on preferred stock ($7.00 per share) .... $2,056,080.25 

Dividends on common stock ($1.65 per share) .... 2,515,475.92 

Premium and accrued dividend on redemption of 

$12,460,100 par value of preferred stock. 2,002,338.07 

Elimination of book value of goodwill less portion charged 

to capital surplus. 3,023,264.82 

Balance, December 31, 1945 . 


$ 8,011,229.87 


8,011,229.87 


13,344,350.00 

$13,344,350.00 


$18,969,365.62 

6,551,521.06 

$25,520,886.68 

9 ,597,159.06 

$15,923,727.62 


























ACCOUNTANTS’ REPORT 


To the Board of Directors of 

AMERICAN LOCOMOTIVE COMPANY: 

We have examined the consolidated balance sheet of American Locomotive Company and 
subsidiary companies as of December 31, 1945, and the related consolidated statements of 
profit and loss and surplus for the year then ended, have reviewed the systems of internal control 
and the accounting procedures of the companies and, without making a detailed audit of the 
transactions, have examined or tested accounting records of the companies and other supporting 
evidence, by methods, at times, and to the extent we deemed appropriate. Our examination was 
made in accordance with generally accepted auditing standards applicable in the circumstances 
and included all procedures which we considered necessary. Direct confirmation of accounts 
receivable (including termination claims and other unbilled charges) from the United States 
and Canadian governments and certain war contractors was found to be impracticable and in 
lieu thereof other auditing tests were made. 

In our opinion, the accompanying consolidated balance sheet and related consolidated state¬ 
ments of profit and loss and surplus (together with notations) present fairly the consolidated 
position of American Locomotive Company and subsidiary companies at December 31, 1945, 
and the consolidated results of their operations for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent in all material respects 
with that of the preceding year. 

LESLIE, BANKS & COMPANY 

New York, N. Y. 

February 20,1946 
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LOCOMOTIVES — STEAM, DIESEL-ELECTRIC, ELECTRIC, AND THEIR 
COMPONENT PARTS, ESPECIALLY HIGH GRADE LOCOMOTIVE FORGINGS 

DIESEL ENGINES FOR DIESEL-ELECTRIC LOCOMOTIVES AND FOR STATIONARY AND MARINE SERVICE 

SPRINGS FOR LOCOMOTIVES, FOR PASSENGER AND FREIGHT CARS AND FOR GENERAL USE 

STEEL TIRES AND STEEL-TIRED WHEELS FOR ALL CLASSES OF RAILROAD SERVICE 

JOURNAL BOX LIDS, SPRING PLATES AND OTHER PRESSED STEEL PARTS 

PRESSURE VESSELS, TUBULAR EQUIPMENT AND HEAT TRANSFER EQUIPMENT FOR OIL 
REFINERIES, PUBLIC UTILITIES, CHEMICAL INDUSTRY, MARINE AND INDUSTRIAL SERVICE 

OIL FIELD PRODUCING AND DRILLING EQUIPMENT PLAIN CARBON AND ALLOY STEEL CASTINGS 

ALCO ELECTRIC WELDED PIPE FOR WATER PIPE LINES SEAMLESS STEEL CIRCULAR FORGINGS 

REVERSE GEARS PREFABRICATED PIPING FLEXIBLE AND RIGID STAYBOLTS FABRICATED PLATE WORK 

PISTON AND THROTTLE VALVES 


PRODUCTS OF AMERICAN LOCOMOTIVE COMPANY 


53,000 miles in two months, that's what New York Central's big Alco-built 4-8-4 steam locomotives 
of the 6,000 or “ Niagara” class have done . Dual-purpose, they are equally satisfactory for freight 
or passenger traffic and have brilliantly passed all service tests . 



























































